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AMENDING TITLE IIL OF THE SERVI 
AUSTMENT ACT OF 1944, AS AMENDED 
HOR TREBLE DAMAGE ACTIONS 


Mr. Hiuu (for Mr. Murray), from the Committee on Labor 
Public Welfare, submitted the following 


REPORT 


The Committee on Labor and Public Welfa: 


the bill CH. R. 319) to amend title IIL of the Service 
ment Act of 1944. as amended. by providing for 


having considered the same, report favorably th 
ment and recommend that the bill do pass 


EXPLANATION OF THI 


The bill amends the Servicemen’s Readju 
amended, to make the seller of property whi 
or in part with the proceeds of a loan guara 
Administration under sections 501, 502, or 5038 of the 
Readjustment Act, liable to the veteran-purchaser whet 
eration paid exceeds the reasonable value of the propert: 


mined by proper appraisal made by an appraiser designat 
Administrator 


Liability would be for three times the amount of such 
sideration and could be enforced by the veteran by 
States district court, Costs and reasonable attorneys’ 
be awarded. If the veteran should fail to | iw and 
cute suit in any such case, or upon request of the \ 
General should be authorized to proceed t he 
the United States If suit should be brou 
eral, one-third of the amount recovered wou 

' 


and two-thirds would be paid into the Treasury 
The committee has been acd ised DY the Departme! 


this legislation is highlv desirable in view of the all tov 


tice of real estate dealers ace pting a payment 








2 AMEND TITLE IIT OF SERVICEMEN’S READJUSTMENT ACT OF 1944 
of the figure set by the Veterans’ Administration appraiser. The 
Department has pointed out that it has endeavored to reach this 
problem by prosecuting vendors on the theory of misrepresentation 
to induce the guaranty of loans but that this is difficult to establish 
and in an illustrative group of cases tried, the fines have ranged. from 
$1 to $250, even though the overpayments ranged from $100 to $1,500. 
It is believed that this situation could be controlled by providing 
this authority for treble-damage actions. A similar provision was 
included in the Housing and Rent Act of 1949 

The letters from the Department of Justice and the Veterans’ 
Administration on this subject are as follows 


DEPARTMENT OF JUSTICE, 
OFFICE OF THE ASSISTANT TO THE ATTORNEY GENERAL, 


PEAKER, House oF REPRESENTATIVES, 
Wasi ngior dD. ¢ 


My Dear Mr. Speaker: The Department of Justice recommends the enact 


ment of |e siation to rengethen the provisions of title II] of the Servicemer 
Readjustment Act of 1944, as amended, insofar as that title pertains to the permis- 
ase price to be paid by a veteran purchasing property, in whole or 
part, With the proceeds of a loan guaranteed by: the Veterans’ Administration 
Litle LIL of the Servicemen’s Readjustme nt Act of 1944, as ame nded, presently 
prohibits the Veterans’ Administration from guaranteeing an obligation incurred 
by a veteran in the purchase of property whenever it is aware that the veteran has 
paid or is to pay more than the value of the property as determined by an appraiser 
designated by the Administrator It does not make it unlawful for the seller of 
such property to demand and receive from the veteran a consideration in excess of 
e appralst 1 value It has become a widely established practice to avold the 
pl bition contained in the aet by having the veteran make a so-called side pav- 
! if for the difference between the appraised value and the actual 
Is pel! gy ola ant i the Veterans’ Ad ratio This 
1) ’ is prosec 1 ve ors on the theory ut the nay eaused t be fied 
Vets Adi ration false s rie desi {i to induce the Ad 
i irante yn obliga Li ftic Nas He ( ered 
ch proc eca \ “( eq ito ma a 
( ‘ ( e¢ | CH arant ( i ret 
mis ( tI ( pa ( A e lI vy oO ©! 
e \ Ad nistrat | ern eve ( 
1) Dee! ! l TS prosecu ! { ee rt have be ( ( i 
i ) ( t i fire Of apy ‘ 125 
\\ i ¢ f STOO s (i ( ( } 
1} ( ra s S250) ost ca 
appr mat STOO Another factor to be considered ts tha l the « irt col 
a C mA { l I ( renar ( ( I 
{ ( i ‘ benefit fron e prosecuti 
| I ce e effect t pre 
’ r ( ( ‘ Ce f e Go mv 
.) | Adn and t i ( ha eble-damage pr 
( ] r i CoO ( ( Lf ( 
H 1 | \ct v4 i ( ( ( ) I Ol ent 
dar P ’ i¢ Cl if | “ 
by ( ) T Ove } ete f rope) 
Ve \ ( I1T of serviceme Read) mit \¢ 
of 1944. a ri ed 
The ) comme arto he effec | e ¢ etment oft ( 
pI moO j ched f( r ( ir cor dey 
The Director of the B re au of the Budget has advised that there ts no object on 
t é I f re mmendatio 


PEYTON Forp, 
The As: fof int Lo the Al orney Cie re 
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AMEND TITLE OI OF SERVICEMEN’S READJUSTMENT ACT OF 1944 





real estate of the provisions of the act, doubtless caused some sellers to 
pt side payments without knowledge that such action was contrary to the 
I irements of the act In this connection it should be noted that the lender 


may face a valid defense by the Veterans’ Administration against anv claim he 
may subsequently make on the guaranty where he has made a willful and material 
misrepresentation of the purchase price. 

\fore recently, however, in view of the increased supply of available homes to 
mands of purchasers, there has not been the same inducement from the 


of self-interest for veterans to pay excessive prices for homes to meet 
their needs as previously existed. It is not possible to estimate precisely the 
reduction in the incidence of side payments, but in the light of cl 
conditions it is reasonable to suppose that such payments are not widespread at 
t time 
mmittee will note that this bill, by its terms, is not made applicable to 
property financed through the direct loan provisions of section 512 of the Service- 
men’s Readjustment Act, as added by section 301 of the Housing Act of 1950 
Publie Law 475, 81st Cong., Apr. 20, 1950). Also, it is noted that this proposal 
does not refer to the insurance of loans as authorized by section 508 of the Service- 
men’s Readjustment Act 

rhe Veterans’ Administration is, of course, interested in any sound proposal 
ated to afford greater protection to veterans desiring to acquire homes under 
the loan-guaranty program, but the committee may wish to consider the matter of 
governmental policy involved in this proposal, whereby a veteran would be 
permitted to profit by reason of a ‘‘side payment” transaction in which he.vol- 





1anged market 








untarily participates. 

Advice has been received from the Bureau of the Budget with respect toa similar 
report by the Veterans’ Administration on H. R. 319, Eighty-second Congress, a 
bill identical to 8S. 632, that there would be no objection to the submission of such 


report, 
Sincerely yours, 
Car. R. Gray, Jr., Administrator. 
Aprin 13, 1951. 
H JAM KE. MuRRAY 
( n, Committee on Labor and Public Welfare, 
ly i States Senate, Washinaton, D. C 
Miy Dear Senator: This is in response to your request for the views of the 
Departme Justice relative to the bills (S. 632 and H. R. 319) to amend title 
[1] the Ser emen’s Readjustment Act of 1944, as amended, by providing 
it La a ons 
LIT of 1 e servik ‘men’s Readjustment Act of 1944, as amended, presently 
ligation incurred 


ie Veterans’ Administration from guaranteeing an oblig: 
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It is the view of this Department that control would be effected by provid 
authority for treble damage actions The experience of the Governme 
Office of Price Administration and rent cases has been that treble damage pr 
visions are extremely effective. It is noted that the Congress in enact ; 
Housing and Rent Act of 1949 abandoned criminal sanctions in fay 
damages. ‘This policy was continued in the Housi and Rent Act of 1950 
Provision for the recovery of treble damages in civil actions, will, it is believed, 


considerably reduce the cases of overpayments by veterans for property pur- 
chased, in W hole or in part, with the proceeds of loans vunarantes i bv the Veter: 
Administration under title III of the Servicemen’s Readjustment Act of 1944, 
amended. 

These bills were introduced at the request of the Department of J 
H. R. 319 having passed the House, it is urged that your con 
consider that measure, and report the same favorably to the Senat 

The Director of the Bureau of the Budget has ad\ 
to the submission of this repor 


Yours sincerely, 


ised that there i 





EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE B BT 
Wash ngton SS. D.C... Av 1965 
Hon. JAMEes EF. Murray, 
Chairman, Committee on Labor and Public Welfare, 
U nite l States Se nate, Wa Air glor 5. dD. ¢ 
My Dear SENATOR Murray: This will acknowledge your letter of January 26, 
1951, inviting the Bureau of the B ret to comment on 8S. 632, to amend title II] 
of the Servicemen’s Readjustment Act of 1944, as amended, by providing for 
treble-damage actions 
The purpose of this bill is to 


whole or in part with the proceeds 





tration, liable to the veteran p he ar paid for the p1 I 
exceeds its reasonable value as « i uppra designated 
Veterans’ Administration Liab 1 be f 
of the ¢ Ke cost 
It is the view of t off it authorit » br Ls for tr ( imag 
any cases in which a veteran borrower on a Vetera Administration-guara 
loan has paid an excess DI for the property would serve as ar ] 
on such illegal practice ‘J experience of the G 
treble-damage suit rent ‘ evidence that 
more effective a 1 detert tt in the tareat ol i 
Accordingly, the Bure Lu I he Budget recon na 1 
favorable cor leratior { proposal 
sincerely yo 
ELMER B. S ) 
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